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IT IS FURTHER ORDERED that Smith Bagley, Inc. shall pramptly notify the
Arizona Corporation Commission of any changes in its cellular geographic
service area, as authorized by the Federal Camunications Cammission, by filing
for inclusion in its tariff revised service area maps, in acmrénce with the
provisions of A.R.S. §40-367.

IT IS FURTHER ORDERED that Smith Bagley, Inc. shall file with the Arizona
Corporation Camission and serve upon all parties of record herein, an initial
effective price sheet covering all tariffed services, at least 15 days prior to
initiating service.

IT IS FURTHER ORDERED Smith Bagley, Inc. shall amend its proposed tariff
consistent with our discussion, findings and oconclusions hereinabove and shall
include in its amended tariff a map of its cellular geographic service area, as
authorized by the Federal Cammunications Cammission.

IT IS FURTHER ORDERED that said tariff, as modified, shall be filed with
the Arizona Corporation Camnission on or before August 31, 1990.

IT IS FURTHER ORDERED that Smith Bagley, Inc. shall be, ana hereby is,
authorized and directed to follow the Uniform System of Accounts set forth in
47 CFR Part 32, as of the effective date herecf, and not including any later
amendnents or editions.

IT IS FURMHER ORDERED that Smith Bagley, Inc. shall maintain separate
books, records and accounts for its wholesale cellular revenues, expenses,
assets and liabilities.

IT IS FURTHER ORDERED that Smith Bagley, Inc. shall file herein its
interconnection agreement with Contel of the West, Inc. and all future
interconnection agreements it may enter into within 30 days of the date of the
agreement is signed.

IT IS FURTHER ORDERED that Smith Bagley, Inc. shall file herein the

technical descriptions of the type I and II interfaces at the time it files the

=12~ Decision No. <70 73
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interconnection agreement with Contel of the West. Inc.

IT IS FURTHER ORDERED that Smith Baglgy, Inc. shall file herein any
agreement entered into by it or FGI Cellular Management, Inc. for maintenance
of its cellular telephone facilities in Arizona.

IT IS FURTHER ORDERED that Smith Bagley, Inc. shall file herein a copy of
any application for expansion of its cellular geographic service area at the
time it is filed with the Federal Cammunications Camission.

IT IS FURTHER ORDERED that in the event Smith Bagley, Inc. does business
under an assumed name, it shall file herein and with its tariff a notice of
that name.

IT IS FURTHER ORDERED that Smith Bagley, Inc. shall file herein the toll
free teleprhone number of the headguarters of FGI Cellular Management, Inc.

IT IS FURTHER ORDERED that this Decision shall become effective
immediately.

BY ORLER OF THE ARIZQ

= /Z,é (
CHATRMAN

CDMﬁISS INER QOMMISSIZRER

IN ngfss WHEF;EDF, I, JAMES MATTHHWS, Executive
Secretary-of the Arizona Corporation Cammission,
have hereunto set my hand and caused the
official seal of this Cammission to be afflxed
at the Capitol, in the City of Phoenix, this 22
day of AYLVIY , 1990,

. Oty KW iondss

Executive Secretary

DISSENT
CRE/djp
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D. JANINGS - JUL 191990
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IN THE MATTER OF THE APFLICATION OF
THE CHRONICLE PUBLISHING QOMPANY,
QIRONICLE CELLULAR DIVISION, FOR A
CERTIFICATE OF PUBLIC CONVENIENCE AND

) DOCRET NO. U-2561-90-151

)

;
INECESSTITY TO QONSTRUCT AND OPERATE A ) DECISION NO.

)

)

)

)

S 7035

CELLULAR SYSTEM TO SERVE THE ARIZONA

5-GILA RURAL SERVICE AREA AND FOR

APPROVAL OF ITS WHOLESALE TARIFF.

OPINION AND ORDER

DATE OF HEARING: July 3, 1990

PLACE OF HEARING: Phoenix, Arizona

PRESIDING OFFICER: Cheryl K. Hachman

APPEARANCES : BROWN & BAIN, by Mr. Lex J. Smith and Mr. Stephen

A. Owens, on behalf of the Applicant, The
Chronicle Publishing Company, Chronicle Cellular
Division;

JCHNSON, MAYNARD, GRANT & PARKER, by Mr. Michael
M. Grant, on behalf of the Gila River Cellular
General Partrership;

SNELL & WILMER, by Mr. Bruce P. White and Mr.
Thamas L. Mumaw, for Metro Mobile CTS of Phoenix,
Inc.; and

Ms. Elizabeth A. Kusibab, Attorney, Legal
Division, Arizona Corporation Cammission, on
behalf of the Utilities Division of the Arizoma
Corporation Cammission.

BY THE COMMISSION:

On May 29, 1990, The Chronicle Publishing Company, Chronicle Cellular
Division ("Chronicle"), a Nevada Corporation, filed with the Arizona
Corporation Commission ("Commission™) an application for a certificate of
public corwenience and necessity ("certificate") authorizing it to construct,
Pperate and maintain cellular radio facilities for the provision of telephone

service, as a common carrier, in an area defined by the Federal
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Camunications Comission ("FCC") as the Gila, Arizona Rural Service Area, RSA
=5, Cellular Market No. 322 (the "Gila RSA") which consists of Gila and Pinal
Counties, Arizona. Chronicle also asked for approval of its initial tariff for
holesale service to other cellular common carriers and resellers. In
accordance with A.R.S. § 40-282(C), on June 15, 1990, the Camission issued a
notice of hearing setting July 3, 1990 as the hearing date on Chronicle's
application. Notice of the hearing was pramwptly published in a newspaper of
gereral circulation in Gila and Pinal Counties and, by Procedural Orders issued
herein on June 27, 1990 and June 28, 1990, the Presiding Officer granted
applications to intervene filed by Metro Mobile CI'S of Phoenix, Inc. ("Metro
Mobile") (over Chronicle's objection) and the Gila River Cellular General
Partrership (the "Gila Partrership”). At the oonclusion of the hearing, the
matter was adjourned pending submission by the parties of proposed orders to
the Presiding Officer and the isswtance of a Recommended Decision.
DISCUSSION
The FCC has created a requlatory scheme for cellular service that
anticipates two competing service providers in each market: a non-wireline, or
Type A, carrier; and a wireline, or Type B, carrier. Chronicle is the holder
of the non-wireline carrier construction permit issued by the FCC authorizing
the establishment of a cellular system to serve the Gila RSA. Metro Mobile is
the holder of the non-wireline cellular certificate for the Phoenix
metropolitan service area ("MSA") and is affiliate& with Tucson Cellular
Telephone Company ("TCTC"), the certificated nomrwireline carrier in the Tucson
MSA. The Gila Partnership is the FCC liscensee which will be affiliated with
the Type B cellular carriers in Phoenix and Tucson: US West NewVector Group,
Inc. ("Newector”™) and the Tucell Partnership ("Tucell"), and it will be filing
an application for a certificate. It is presently anticipated that Gl;onicle

and the Gila Partnership will provide campeting cellular service along 2

< 7035’
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rtion of Interstate 10 between Phoenix and Tucson, so that, in addition to
rvice in areas such as Casa Grande and Florence, cellular telephone service
i1l be provided to the custamers of Metro Mobile, TCIC, NewVector, Tucell, and

er cellular carriers, while they are traveling between the two metropolitan
reas.

The FCC issued the non-wireline cellular construction permit for the Gila
IL?SA to Chronicle Cellular Campany on March 13, 1989 and, to reflect a corporate
reorganization, subsequently reissved the permit to Chronicle Publishing
Canpany. In issuing the nomwireline cellular construction pemmit, the FCC
determined that there was a public need for a nonwireline cellular carrier in
the Gila RSA and effectively determined that Chronicle is legally, financially,
technically and otherwise qualified to provide cellular service. The FCC's
construction permit expires on September 13, 1990 and Chronicle has requested
expedited consideration of its application herein.

The Camission's Utilities Division ("Staff") recoammended approval of
Chronicle's application, subject to the filing of amendments to the proposed
tariffs specifying roaming charges for “affiliated™ carriers (carriers with
whan Chronicle may contract) or, altermatively, filing with the Commission any
contracts entered into with such carriers. The contract rate with an
"affil iated" carrier would be made available to all similarly situated carriers
entering into such agreements. Additionally, Staff requested that the
interconnection agreement with the land-line telephone public service
corporation be filed with the Cammission. Applicant agreed with Staff's
recommendations.

The principal  areas of disagreement were between Metro Mobile and
Chronicle and centered around the issues of price disoéunts, minimun resale
obligations (both in terms of phone numbers and minutes of use), and especially

"roamer™ rates. Gila Partnership joined Metro Mobile's opposition to the
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|

oposed requirement of a minimum 100-number block of numbers for resellers of

ronicle service, with a corresponding minimum of 200 hours of peak period

geQ
‘ 1. Filing an Initial Price Sheet

Metro Mobile has faulted Chronicle for failing to provide it and other
potential resellers with an initial price sheet indicating the level of
discount, if any, to be applied to its authorized maximum rate for each
Service. Although the Commission fully understands that Metro Mobile can not
reasonably judge the viability of the resale market in the Gila RSA in the
pbsence of such a price sheet, we find this to be more of a business problem
than a legal impediment to certification. Other cellular providers (including
Metro Mobile itself) have been permitted to receive certification without an
jnitial price sheet.

In prior instances, the Commission has, however, required an initial price
sheet 120 days before initiation of service by a cellular provider. See
Decision Nos. 53740 (September 14, 1983); 54231 (November 8, 1984); and 54377
kFebruary 14, 1985).1 This requirement is simply mnot feasible in this
fnstance.  Further, although campliance with the general statutory 30-day
hotice period for tariff filings might be feasible, Chronicle's proposed
Wholesale tariff permits changes in the level of the discount on 14 days notice
[as & the tariffs of all of the other wholesale cellular carriers). We
%believe that the l4-day notice period contemplated by Chronicle's proposed
H:ariff should be followed and will therefore require that Chronicle file an
pnitial effective price sheet with this Commission at least 14 days prior to

its commencement of operations.

1. TCTC, Metro Mobile's Tucson affiliate, sulmitted its original price sheet
at the time of certification. See Decision No. 54758 (November 13, 1985).

-4~ , Decision No. 5 7 aal
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2. Minimum Blocks of Numbers and Usage

Chronicle acknowledged at hearing that it was not reasonable to expect

resellers to take a minimum of 100 numbers and 200 hours of peak usage when the
otal expectéd number of cellular end-users for the first year was only 35. It
greed to reduce the minimum to 25 numbers and 50 hours. This is satisfactory
to Gila Partnership, but Metro Mobile argued that, at 1eas£ initially, no
minimums should be required.

If one were to take the minimums presently in effect for wholesale
cellular providers in the Tucson and Phoenix MSAs as campared with the size of
khose resale markets, and then proportionately reduce such minimums to match
Chronicle's estimates of the potential “hame market™ in the Gila RSA, it is
doubtful that any minimum could be justified. However, the Commission is aware
that if every potential retail subscriber oould also buy fram the wholesale
tariff, there would then be little practical distinction between the wholesale
service offered by Chronicle and the retail provision of cellular service.

A reasonable campramise based on the testimony of Metro Mobile witness
Riley would be an initial minimum block of 10 numbers with a oorresponding
minimun of 20 hours peak usage. Such a minimun could be increased to 25
humbers and 50 hours of usage during Chronicle's second year of operation. Any
Further increase in the minimumn after two years will be considered by the
Commission upon an appropriate application by Chronicle.

3. *Roamer™ Rates

The most controversial issue in this proceeding imvolves Chronicle's
prci/posed "roamer" rates to be charged other carriers or resellers for any
service Chronicle provides to their end-users who travel through the Gila RSA.
Chronicle is requesting a charge of $.90 per minute plus a $2.50 per custamer
ber day surcharge ("per diem surcharge"™). Metro Mobile contended that these

Fates :

-5 Decision No. * /9%5

A PRI T oo <



O O 2T o v A~ N

(SR RS S I T R N - SN - T . SO T T S B S R O S
® <2 0 O B M PO B o ae &g R oL BRDb

U-2561-90-151

1) were not based on the cost of providing service;

2) were substantially higher that any rates for "rocamer"

service previously authorized by the Cammission; and
3) would plac—e Metro Mobile at a subs@ial canpei:itive

disadvantage vis-a-vis its wireline campetitor in the

Phoeni x/Tucson MSAs.
In view of the evidence provided in this proceeding, Metro Mobile's ooncerns
about Chronical's proposed roamer rates are understandable. Essentially,
cellular telephone service in the Gila RSA will be a complementary service to
cellular service in the Phoenix and Tucson MSAs. As a result, most of
Chronicle's business will be providing roamer service to Phoenix and Tucson
cellular carriers and resellers who will make that service available to the
end-users.
Evidently, in order to maximize its revenues during its initial start-up
vears (when it will be experiencing operating losses), Chronicle has chosen to
maximize its revenues by maximizing its roamer rates, based on value of service
principles (not the estimated oost of providing service), rather than
paximizing revenues by minimizing its rates and stimulating demand. As a
result of this approach, Chronicle's proposed roamer rates are significantly
higher than those approved by the Commission in the Phoenix and Tucson MSAs,
Where rates vary fram a flat $.60 per minute (Newector) to Metro Mobile's $.70
(on peak) and $.60 (off peak) charges. None of the carriers in either MSA have
filed a per diem surcharge.
. Metro Mobile's competitive problems arise fram the fact that the wireline
providers in both the Phoenix and Tucson MSAs are affiliated with Gila
Partnership. Thus, as the evidence herein suggests, they are likely to receive
more favorable "roamer™ rates than those being offered by Chronicle to Metro

Mobile. Even if the Gila Partnership's rates were comparable to those proposed

-6~ Decision No. f7 ISE
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oy Chronicle, Metro Mobile's campetitors would, in large part, simply be moving

their money fram one pocket to another. Further, unlike retail subscribers in
cellular provider's "hame market", “roamers" are, for all practical purposes,
captive" custamers once away fram hame. Subscribers to nonm-wireline carriers
in Phoenix (i.e., MetroMobile) must use the nonwireline carrier in the Gila
RSA  (Chronicle) unless: 1) they are willing and able to reprogram their
cellular equipment every time they leave Maricopa County and then change it
lback upon their return; and 2) the Gila Partnership is willing to sign a
"roamer™ agreement with Metro Mobile.

Thus, it appears that, given the market oonditions and Chronicle's
broposed roamer rates, Metro Mobile will either purchase roamer service fram
Chronicle, pass the cost of that service on to the end-users and lose custamers
ko the Type B carriers (Newector, the Gila Partnership and Tucell) or, in
brder to remain cost competitive, will purchase roamer service fram the Gila

Partnership and lose custamers due to the incormvenience of switching to a Type

carrier in the Gila RSA. Although, due to the Gila Partnership's affiliation

ith Newvector and Tucell, Metro Mobile believes the latter alternative is
emote, as a certificated common carrier, the Gila Partnership would be
equired by law to provide roamer service to Metro Mobile in a
n—discriminatory manner. In any event, it appears that Chronicle has lost

ight of the fact that its fortunes are largely dependent upon the business

uccess of Metro and TCTC: if they lose custamers to the Type B carriers due

o the ocost of Type A roamer service in the Gila RSA, Chronicle will also lose.
“ However, while it appears that Chronicle's proposed roamer rates will give

the Type B carriers a campetitive advantage and may be self-defeating, they are

Iinitial rates for a competitive service. Given the standards used to evaluate

uch rates (e.qg., no "fair value" determination is reguired, actual cost of

rvice support is not available and greater reliance is placed on value of

S Jo3s
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"service pricing), we can not find that Chronicle's proposed rates are unjust
and unreasonable as a matter of law. Therefore, they will be approved.

* * * * * * * * * *

‘ Having considered the entire record herein and being fully'advised in the
remises, the Camission finds, concludes, and orders that:

FINDINGS OF FACT

1. On May 29, 1990, Chronicle filed an application for a certificate
puthorizing it to construct, operate and maintain cellular radio facilities to
provide telephone service as a cammon carrier in the Gila RSA.

2. Chronicle is a Nevada oorporation in good standing in the State of
Nevada and has filed the necessary papers to qualify as a foreign corporation
Authorized to do business in Arizona.

3. Notice of Chronicle's application and the hearing thereon was
published in a newspaper of general circulation in the Gila RSA on June 20,
1990.

4. The FCC has previously found that a public need exists for cellular
telephone service throughout the ocountry, including the Gila RSA.

5. On March 13, 1989, the FCC issued a construction permit authorizing
bonstruction of cellular facilities in the Gila RSA to Chronicle Cellular
Company, and it subsequently reissued the permit in Chronicle's name.

6. Under the FCC's regulations, Chronicle must obtain a certificate,

omplete oconstruction of a cell site and begin providing service in an

FOC-approved cellular geographic service area ("(GSA") within the Gila RSA by
eptember 13, 1990.

7. Initially, Chronicle intends to provide cellular telephone service
ithin approximately a 1l0-mile radius of Casa Grande, Arizona and to
ubsequently expand its coverage by approximately another 20 miles southeast

hlong Interstate 10, and to provide service in Florence, Arizona and vicinity.

-8 Decision No. -(7035—
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8. Due to the nmature of the Gila market, Chronicle expects that it will
ave few retail custamers and that most of its revenues will be generated by
holesale service, particularly roamer service to .other cellular carriers.

9. (hronicle has agreed to provide wholesale service to the Gila
Partnership and will enter into an NXX placement agreement to meet the
Partnership's service requirements until it can construct its cellular system.

10. - Chronicle estimates that it will provide service through its
Wholesale custamers to approximately 35 retail custamers during the first year
pf operation and that by the end of the fifth year it will provide service to
approximately 520 custamers.

11. Chronicle has developed plans for design, maintenance and operation
of its cellular system and made preliminary arrangements for the location of
rell sites and a mobile telephone switching office.

12, Chronicle will not require a franchise for the use of public
streets, highways and rights-of-way for cellular facilities.

13. For the 1land-line portion of its service (local, intralata,

interlata and interstate) Chronicle has entered int¢ an interconnection

greement with The Mountain States Telephone and Telegraph Campany, dba US West
mications ("US West"), and will pay access charges to US West pursuant to

that agreement.

14, If granted a certificate, Chronicle will familiarize itself with the

statutes governing public service corporations and the rules and regulations of

this Commission and intends to abide by them.

-, 15. If the Cammission pemmits it to do so, Chronicle will maintain its

books and records in acoordance with the FCC's new Uniform System of Accounts

("Part 327). '

16. If granted a certificate, (hronicle will file annual reports and

fhaintain its records so that its cellular wholesale revenues, expenses and
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ther pertinent data can be readily determined when necessary.

i 17. If granted a certificate, Chronicle will begin construction of its

cellular facilities immediately so that it can camplete construction before its

FCC construction permit expires.

? 18. Chronicle is a closely-held, family-owned company which is engaged

in newspaper publishing and owns and operates television stations and cable
kel evision systems.

19. For technical expertise in oconstructing and operating a cellular
Lelephone system, Chronicle has entered into a management contract with United
States Cellular Corporation, the eighth largest cellular company in the nation,
}Lhidx currently operates in 33 MSAs and is constructing cellular systems in 19
RSAS.

20. Chronicle has assets in excess of $250 million, revenues

50 million, and it intends to fimance construction and initial operation of
ts cellular telephone system entirely with internally generated equity funds.

21. Although, in view of the circunstanées, 100 percent equity fimancing

S not unreasonable per se, no evidence was provided in this proceeding that
ronicle's method of finmancing construction and initial operation of its
ellular telephone facilities would meet any of the reguirements of A.R.S.
§40-301 and 40-302, would be cost-effective and would result in reasonable
pital costs for ratemaking purposes.

22. The FCC has explicitly found Chronicle to be legally, technically,
&ingmcially and otherwise qualified to oconstruct and operate a cellular
tel ephone system.

23. Chronicle's proposed wholesale tariff sets forth its maximum rates
Eor access service to resellers and other cellular cammon carriers and includes

provision which would permit changes in the rates to reflect discounts within

-10- Decision No.__‘za_{
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the range of 0 to 50 percent, on 14 days notice and filing with the Camnission.
24, Chronicle's proposed wholesale tariff does not include an effective
price sheet containing its initial rate disocounts. -

25, Potential resellers of Chronicle's cellular telephone service must
have reasonable notice of the discounts to be applied, by an effective price
'sheet, to individual tariffed services.

26. (hronicle's proposed tariff would provide 14 days notice of changes
in applicable disocounts.

27. (hronicle projects only 35 "hame market™ custamers in its first year
of operation.

28. Requiring a minimum resale block of 100 numbers, as originally
Fromsed by Chronicle, would effectively preclude resale.

29. Even a reduced minimum block, such as 25 numbers, would not allow

for more than one reseller during the initial year of Chronicle's operation,

plthough such a minimum would be more appropriate as the Gila RSA market

_*natures.

30 A minimum of 10 number and 20 hours of peak use during Chronicle's
fFirst year of operation and a minimum of 25 numbers and 50 peak hours during
khe second year would allow for more than one reseller and would be appropriate
during Chronicle's first two years of operation.

31. As initial rates for service in a ocompetitive market, Chronicle's
proposed roamer rates are just and reasonable.

32. staff recommended approval of the application by Chronicle, subject
Lo the filing of amendments to the proposed tariffs specifying roamer charges
For “affiliated" carriers (carriers with wham Chronicle may oontract) or,
plternatively, filing with the Camnission of any contracts entered into with

such carriers.

33. staff also recommended that Chronicle file US West's interconnection
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agreement for access service to Chronicle.2
34. Chronicle agreed with Staff's recommendations.
CONCLUSIONS OF LAW

| 1. Chronicle is a public service corporation within the meaning of
Article XV of the Arizona Constitution and A.R.S. §40-281.

2. The Cammission has jurisdiction over Chronicle and of the subject
matter of the application.

3. There exists a public necessity for a oellular telephone system
“lithin the Gila RSA.

4. Chronicle is a fit, willing and able party to provide such cellular
telephone service.

5. Chronicle should be granted a certificate authorizing it to
construct, operate and maintain cellular radio facilities for the provision of
kelephone service as a common carrier with the Gila RSA, as authorized by the |,
FCC.

6. Prospective resellers of (Chronicle services should receive at least
14 days notice of the actual effective price for each service.

7. Chronicle's proposed minimum resale block of numbers and
corresponding minimum usage is unjust and unreasonable and should be reduced to
A level allowing for competitive provision of resale to end-users of cellular
Service with the Gila RSA.

8. Chronicle's proposed minimum resale hlock of numbers and usage
ghould be reduced to 10 numbers and 20 peak hours during its first year of
bperation and should be 25 numbers and 50 peak hours thereafter until otherwise

P. In addition, since it is providing access service to Chronicle pursuant to
a special contract rather than its tariff, US West must file the contact
in accordance with A.R.S. §§40-365, 40-367 and 40-250(B) and presumably
will do so.

-12- Decision No.

< Joss~




}o ® 2 O U b~ D

SR SR S - NS SR I S N S . S S S S S
® 2 o O s~ WM H O VW O OO MM N H O

U-2561-90-151

“ordered by the Cammission.

9. As initial rates for service and with 14 days notice of the initial

effective prices and the reduction in the minimun resale numbers and usage,
ronicle's proposed initial rates are just and reasonable.

10. Chronicle should be granted permission to keep its books and records
in accordance with Part 32.
11. Nothing herein should be construed in any way as approval of or a
determination on the reasonableness of Chronicle's method of financing its
cellular telephone plant and operations.
12, staff's recommendation that Ghronicle file the interconnection
pgreement with US West should be adopted.
ORDER

IT IS THEREFORE ORDERED that The Chronicle Publishing Campany be, and
hereby is, granted a certificate of public convenience and necessity
authorizing it to construct, operate and maintain cellular radio cammunications
Facilities for the provision of telerhone service as a common carrier with the
Gila RSA.

IT 1S FURIHER ORDERED that the certificate of public ocomvenience and
necessity granted hereinabove, be and hereby is subject to the condition that
it is contingent upon, coextensive with and identical to the authority granted
Lo the Chronicle Publishing Campany by the Federal Cammunications Cammission.

IT IS FURTHER ORDERED that The Chronicle .Publishing Campany shall
pranptly notify the Arizona Corporation Camission of any changes in its
pellular geographic service area, as authorized by the Federal Communications
tannission, by filing for inclusion in its tariff revised service area maps, in
bcoordance with the provisions of A.R.S. §40-367.

IT IS FURTHER ORDERED that The Chronicle Publishing Campany shall file

Flith the Arizona Corporation Commission and serve upon all parties of record

S /03S
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herein, an initial pricing sheet covering all tariffed services, at least 14
{bays prior to initiating service, but in no event later than September 1, 1990.
IT IS FURTHER ORDERED that The Chronicle Publishing Campany shall amend

its proposed tariffs consistent with our discussion, findings and conclusions
ereinabove and shall include in its amended tariff a map of its cellular
eographic service area, as authorized by the Federal Communications
Cammission.

IT IS FURTHER ORDERED that said tariff, as modified, shall be filed with
the Arizona Corporation Cammission on or before August 1, 1990.

IT IS FURTHER ORDERED that The Chronicle Publishing Company shall be, and
fuereby is, authorized and directed to follow the Unifomm System of Accounts set
forth in 47 CFR Part 32, as of the effective date hereaf, and not including any
FLater amendments or editions, for its cellular telephone operations.

IT IS FURTHER ORDERED that this Decision shall become effective

diately.

ORDER OF THE ARIECNA (ORFORATION COMMISSION.

=
v Dol B g

IN WITN : I, JAMES MATTHEWS, Executive
Secretary the Arizona Corporation Cammission,
have hereunto set my hand and caused the
official seal of this Cammission to be affixed

at the Gapitol, in the City of Phoenix, this |f
day of % » 1990.

Matttons

MATTHEWS
cutive Secretary

s

ISSENT
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IN THE MATTER OF THE APELICATION OF DOCKET NO. U-2551-90-055
CENTURY YUMA CELLULAR CORP. FOR A
CERTIFICATE OF PUBLIC CONVENIENCE AND
NECESSITY TO CONSTRUCT AND OPERATE A
CELLULAR SYSTEM TO SERVICE THE YUMA,
ARTZONA RURAL SERVICE ARFA AND FOR

APPROVAL OF ITS WHQLESALE TARIFF.

DECISION N0, = /%9

OPINION AND ORDER

DATE OF HEARING: June 25, 1990

PLACE OF HEARING: Phoenix, Arizoma

PRESIDING OFFICER: Cheryl K. Hachman

APPEARANCES : BROWN & BAIN, by Mr. Lex J. Smith, on behalf of

the Applicant, Century Yuma Cellular Corp.;

JCHNSTON, MAYNARD, GRANT & PARKER, by Mr. Michael M.
Grant, on behalf of the Yuma, Arizona RSA
Limited Partnership, and

Ms. Elizabeth A. Kushibab, Attorney, Legal Division,
Arizona Corporation Cammission, on behalf of the
Utilities Division of the Arizona Corporation
Cammission.

BY THE COMMISSION:

FINDINGS OF FACT

1. On March 2, 1990, Century Yuma Cellular Corp. ("Century Yuma"), a
Delavare oorporation authorized to d business in Arizona, filed with the
Arizona Corporation Camission ("Camnission®™ or "ACC") an application for a
certificate of public corvenience and necessity ("certificate") authorizing it
to construct, operate and maintain cellular radio facilities for the provision
of telephone service, as a common carrier, in an area of defined by the Federal
Camunications Cammission (*FCC") as the Yuma, Arizona Rural Service Area, RSA

AZ-4, Cellular Market No. 321A (the "Yuma RSA"), which consists of Yuma and La
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Paz Counties, Arizona.

2. Notice of Century Yuma's application and the hearing thereon was
published in a newspaper of general circulation in the Yuma RSA on June 13,
1990.

3. On June 18, 1990, the Yuma, Arizona RSA Limited -Partnership (the
"Yuma Partnership”)l filed an application to intervene as a party, which was
not opposed by Century Yuma and granted by the Presiding Officer at the hearing
on June 25, 1990.

4. The FCC has previously found that a public need exists for cellular
telephone service throughout the country, including the Yuma RSA.

5. On March 28, 1989, the FCC issued a construction permit authorizing
construction of cellular facilities in the Yuma RSA to Bay Cellular Limited
Partnership, and on October 12, 1989 it granted its consent to the assigment
of that permit to Century Yuma. i

6. Under the FCC's regulations, Century Yuma must obtain a certificate,
canplete construction of a cell site and begin providing service in an
FCC-approved cellular geographic service area ("OGSA") within the Yuma RSA by
September 28, 1990.

7. Initially, Century Yuma intends to provide oellular telephone
service, via two cell sites, within approximately a 30-mile radius of Yuma,
Arizona, and within approximately one year it imtends to expand its coverage by
approximately another 20 to 30 miles east of the initial coverage area, along

l. The FCC has determined that the market of the cellular telephone industry
will be a duopoly of primary carriers in each service area: a "Type A" or
*"norwireline™ licensee and a "Type B" or "wireline liscensee., ‘The Yuma
Partnership is the wireline licensee in the Yuma RSA and has a pending
application for a certificate (Docket No. U-2555-90-093).

-2- Decision No. % /234
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Ini:erstate 8.

8. Due to the mature of the Yuma market, Century Cellular expects that
it will probably have only two wholesale custamers (itself "and, until its
cellular facilities are constructed, the Yuma Partnership) and that most of its
revenues will be generated by its retail sales to end users.2

9. Century Yuma has agreed to provide wholesale service to the Yuma
Partnership and will enter into an NXX placement agreement to meet the
Partnership's service reguirements.

10. Century Yuma estimates that it will provide service to approximately
458 retail custamers during the first year of operation and that by the end of
the fifth year it will provide service to approximately 3,318 custamers.

11. Century Yuma has developed plans for the cellular system design,

maintenance and operation, and preliminary arrangements have been made for the

location of «cell sites and a mobile telephone switching office.

12. Century Yuma will not reguire a franchise for the use of public
streets, higlways and rights-of-way for cellular facilities.

13. For the 1land-line portion of its service (local, intralata,
interlata and interstate) Century Yuma has entered into an interconnection
agreement with The Mountain States Telephone and Telegraph Campany, dba US West
Camunications ("US West"™) and will pay access charges to US West pursuant to

that agreement.

2. It appears that the four existing certificated cellular carriers in
Arizona provide retail service to end users either indirectly, through a
reseller affiliate, or directly, by "purchasing" their own wholesale
service at their tariffed rates and "reselling" that service. To minimize
its ocosts, Century Yuma has chosen the latter approach and its service to
end users will be provided by an operating division. In light of the
formative nature of the cellular industry in rural areas, Century Yuma's
understandable desire to minimize its costs during its start-up years, and
the absence of any request or recommendation that we reguire a separate
affiliate, we will not require use of a separate reseller affiliate for
retail service to end users at this time.

-3- Decision No. 57 052
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14. If granted a certificate, Century Yuma will familiarize itself with
the statutes governing public service oorporations and the rules and
regulations of this-Cammission and intends to abide by them.

15. If the Commission permits it to & so, Century Yuma will maintain
its books and records in accordance with the PFCC's new Uniformm System of
Accounts ("Part 32"); otherwise it will use the old acoounting system ("Part
31").

16. If granted a certificate, Century Yuma will file annual reports and
maintain its records so that its wholesale revenues, expenses and other
pertinent data can be readily determined when necessary.

17. If granted a certificate, Century Yuma will begin construction of
its cellular facilities immediately so that it can complete construction before
its FCC construction pemit expires.

18. Century Yuma is a fourth-tier, wholly-owned subsidiary of Century-
Communications Corp. ("Century"), a holding company which, through
subsidiaries, indirectly owns and operates cable television systems in various
locations throughout the oountry, including Yuma, Arizona, and 10 cellular
telephone systems in five states (including two cellular systems under
construction in Virginia).

19. Primarily due to the acguisition of cable television and new
cellular telephone systems, increased depreciation for those systems and
increased interest expense due to the isswance of debt to finance the
acguisitions, Century incurred net losses in 1987 ($977,000), 1988 ($4,450,000)
and 1989 ($35,556,000) and expects the net losses to continue until such time
as its recently acquired cable television and cellular telephone systems
generate sufficient earnings to offset the cost of acquiring and operating
them. _

20. At December 31, 1989, approximately 89 percent of Century's total
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(consolidated) assets were financed by long-tem debt, and, except for $1,000
of cammon equity, Century Yuma will be financed entirely with debt capital
provided by its immediate parent, Century Cellular Corp., a third-tier
subsidiary of Century.

21. Century Cellular Corp. has entered imto a credit agreement with
eight banks for up to $250 million of debt financing for oconstruction and
initial operation of cellular telerhone systems and has agreed to make all
necessary funds available for the construction and operation of Century Yuma's
cellular system fram that credit agreenent.3

22. In connection with the application for assignment of the
construction permit, Century Yuma provided finmancial infomation to the FCC,
and when the FCC consented to the assigment, it implicitly found that Century
Yuma is financially, as well as technically, qualified to construct and operate
a cellular telephone system. ’

23. In essence, Century Yuma's witness testified that the practical
equivalent of 100 percent debt financing is available to new cellular telephone
systems because of the high probability of successful operations (hence low
business risk) after the initial start-up years.

24, No evidence was provided in this proceeding that Century Yuma's
method of financing the aoguisition of a construction pemit and the
construction and initial operation of cellular telephone facilities (i.e.,
exclusive reliance on debt financing) would meet any of the requirements of

A.R.S. §§40-301 and 40-302, is cost-effective and would result in reasonable

3. The credit agreement with the banks required Century to infuse $35 million
of equity into all of its cellular operations, but none of that equity
infusion has been specifically attributed to Century Yuma (Tr. at 48).

-5- Decision No. ‘5—7 as
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overall capital costs for ratemaking purposes.

25. Century Yuma's proposed wholesale tariff sets forth its maximum
rates for access service to resellers and includes a provision which would
permit changes in the rates to reflect discounts within the range of 0 to 50
percent, on 15 days notice and filing with the Cammission.

26. Century Yuma's proposed maximum rates were not designed to recover
its cost of service (i.e., its wholesale gross annual revenue requirement) but
are based on and substantially similar to the maximum wholesale rates charged
by other cellular telephone campanies, including campanies in Arizona.

27. Century Yuma's proposed wholesale tariff does not include an
effective price sheet containing its initial rate discounts, but Century Yuma
does intend to discount its maximum wholesale rates in order to pramote demand
for retail service.

28. With the maximum rates and discounts, Century Yuma expects that its_
cellular operations will not provide a positive cash flow for at least the
first three years of operation and will not provide a return (net operating
incare) until the fifth year of operation.

29. According to Century Yuma's witness, negative cash flows and net
operating losses are typically experienced by cellular telephone systems during
their initial, start-up years until, due to demand for the service and custamer
growth, revenues are sufficient to cover the cost of providing service.

30. Century Yuma's proposed wholesale tariff does not include temms,
conditions and rates for "roamer service", a service provided to other
wholesale cellular carriers for resale to their resellers and retail custamers,
so that an end user can use his cellular service in more than one cellular
service area. |

31. At the hearing, the Commission's Utilities Division ("Staff")

recamended that the Cammission grant Century Yuma's application for a -
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certificate and approve Century Yuma's proposed tariff with the following
modifications: (1) inclusion of terms, mnditions and rates for roamer service
to other wholesale cellular carriers; and (2) inclusion of -a provision in
Section III (I)(2) of the tariff which requires Century Yuma to return a
custamer's security deposit (by either a credit or refund), when the custamer
has paid for 24 months of continuwous service with no payment delimjuencies.

32, Staff also recommended that Century Yuma file US West's
interconnection agreement for access service to Century Yuma and all future
interconnection agreements with land-line carriers.4

33. Century Yuma agreed with Staff's recommendations.

34. On July 5, 1990, Century Yuma filed the interconnection agreement
with US West.

CONQLUSIONS OF LAW

1. Century Yuma is a public service corporation within the meaning of-
Article XV of the Arizona Constitution and A.R.S. §40-281.

2. The Cammission has jurisdiction over Century Yuma and of the subject
matter of the application.

3. There exists a public necessity for a cellular telephone system
within the Yuma RSA.

4, Century Yuma is a fit, willing and able party to p@ovide such
cellular telephone service.

5. Century Yuma should be granted a ocertificate authorizing it to
oconduct, operate and maintain cellular radio facilities for provision of

telephone service as a common carrier within the Yuma RSA, as authorized by the

4. In addition, since it is providing access service to Century Yuma pursuant
to a special contract rather than its tariff, US West must file the
ocontact in acoordance with A.R.S. §§40-365, 40-367 and 40-250(B) and
presunably will do so.

-7~ Decision No.
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FCC.

6. As unopposed initial rates for service and with the modifications
recamended by Staff, Century Yuma's rates and charges for wholesale cellular
telephone service are just and reasonable.

7. Century Yuma should be granted pemmission to keép its books and
records in accordance with Part 32.

8. Nothing herein should be construed in any way as approval of or a
determination on the reasonableness of Century Yuma's method of financing its
cellular telephone plant and operations.

9. Staff's recommendation that Century Yuma file the interconnection
agreement with US West has been satisfied.

10. Sstaff's recommendation that Century Yuma file all future
interconnection agreements with land-line carriers was not opposed and should
be adopted.

ORDER

IT IS THEREFORE ORDERED that Century Yuma Cellular Corp. be, and hereby
is, granted a certificate of public corvenience and necessity authorizing it to
construct, operate and maintain cellular radio camunications facilities for
the provision of telephone service as a common carrier within the Yuma RSA.

IT IS FURTHER ORDERED that the certificate of public corwvenience and
necessity granted hereinabove be, and hereby is, subject to the condition that
it is contingent upon, coextensive with and identicali to the authority granted
to Century Yuma Cellular Corp. by the Federal Communications Commission.

IT IS FURTHER ORDERED that Century Yuma Cellular Corp. shall pramptly
notify the Arizona Corporation Commission of any changes in its cellular
geographic service area, as authorized by the Federal Communications
Commission, by filing for inclusion in its tariff revised service area maps, in

accordance with the provisions of A.R.S. §40-367.
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IT IS FURTHER ORDERED that Century Yuma Cellular Corp. shall modify its
proposed wholesale tariff as follows:

A Section III (I) should be revised to incluée a
provision reguiring return of a custamer's security
deposit, via a credit or refund, when the custamer has not
been delingquent in its payments for 24 continuous months.
B. The tariff should contain the terms, oonditions and
rates for the provision of roamer service.

"~ C. 'The tariff should contain a price sheet setting forth

effective initial discounts which are within the range
permitted by Section IV (A) of the tariff.
D. The tariff should include a map of the cellular
geographic service area, as approved by the Federal
Camunications Cammission, and depict thereon the actual
coverage area.

IT IS FURTHER ORDERED that said tariff, as modified, shall be filed with
the Arizona Corporation Cammission on eor before August 1, 1990 and shall became
effective in acoordance with the provisions of A.R.S. §§ 40-367 and 40-250(B).

IT IS FURTHER ORDERED that Century Yuma Cellular Corp. shall be, and
hereby is, authorized and directed to follow the Uniform System of Accounts set
forth in 47 CFR Part 32, as of the effective date hereof, and not including any
later amendments or editions.

IT IS FURTHER ORDERED Century Yuma Cellular Corp. file herein any future
interconnection agreement it may enter into within 30 days of the date the

agreement is signed.
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